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CERTIFIED MAIL - RETURN RECEIPT REQUESTED
Dear Sir or Madam:

It has been determined that NN @i ot
entitled to exemption from Federal income tax under section BOL(e) (B  of
the Internal Revenue Code because the organization Is not operated
exclusively for one or more of the exempt purposes specified In section
501 (c)(3) and the organization's net earnings have inured to the benefit
of private individuais or shareholders.

You were notified of the Service's propnsed denial of your exemption by
letter dated January 29, 1992, This lettar is to notify you that the
denial Is final effective January 29+ 1992,

Contributions to your organization are not deductible under Code section
170. You are now required to file Federal Income tax returns on Forms
1120. These returns should be filed with the appropriate service center.

The processing of income tax returns and assessment of any taxes due will
not be delayed because a pebition fur declaratory Judgment has been filed
under Internal Revenue Code section 7428.

All information furnished by you was taken into consideration in reaching
the conciusion stated above. We are required te provide the information
in the follouing paragraph.

It is further determined that your failure to file a written appeal
constitues a failure to exhaust your available administrative remedies.
Howevers if you decide to contest this determination in courts you must
initiate a suit for declaratory Judgment with the United States Tax Courts
the United States Claims Court» or the United States District Court for
the Disrtict of Columbia: before the 9ist day after the date this
determination is mailed to you. Contact the clerk of the appropriate court



for rules fur initiating suits for dectaratory Judgment.

Th ropriate State officials will be notified of this action as required
bye,Zﬁz;uﬁ 4104¢c) wof the Internal Revenue Code.

: hose name and
i jease contact the person W
ou have any queshiongy P . :
i:lthane number are shown in the heading of this letter
9
I
District Director

SENDER

. iMe Complete It;ma 1 and/or 2 for addltlona! urvlces
T e Complem items 3, and 4a & b,

. '. .- ® . Print your name and uddross on the revuru of thla form %0 that wa can
U ., retum this card to you, -

I also wlsh to recarve the‘*'j{ o
following services {for an extra. o

.. e Attach this iorm to tha 1rom o! the mallplece, or on tho back if space
. -1 doas not permit.” .
'

. ® Writa */Retum Recelpt. q d* 'ontha )
. .. ®-The Return Receipt Fos wm pmvlda you tha [+
i "~"to and the date of dslivery. >

- ... 3. Articla' Addessed t

balow the nnicls number
of the {

2. l:l Restricted Dallvary

. Consult postmaster for fee.
: 4 ”Artlcle Number :

4b Setvice Type -
g Registered

[:] Return Receipt
rchan is

D Expross Méll
‘ 7. Date of Dellvery
: ~27-9 %

8 Addressee ] Address (On!y lf requested
and fee Is pald)'

' .6. Signature (Addressee) .-

~@%% DOMESTIC RETURN RECEIFT |
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Date: AN 29 1997

CERTIFIED MAIL - RETURN RECEIPT REQUESTED
Oear Sir or Madams

We have congsidered your application for recognition of  exempotion fron
federal income tax under section 501(c)(3) of the Internal Revenue Code.

The organization was incorporated as a nonprof it [ corporation  on
I . Frovicusly it had operated as part of the county government
but when the crunty decided not to operate the market any moras vt
crganization nas formed. Your organization receives no  income from  the
county, The crganization's gole activity is to provide a place for area
farmers to sell their produce. You charge farmers a fee for selting at
the market. You also serve as an outiet for the county extenslon  service
programs and distribyte theivr brochures. Howevers  you do not have  any
educational programs of your oWn. You do not receive any financial support
from the county but you have received a grant from  the state to  improve
your facilities. Dther than the grantsy you have no other interaction with
the statbe.

Section 501(c) (2 of the Cude provides for exemption from federal income
tax far organizations that are organized an operated exclusively for
charitabies ocducationaly religiouss aor scientific purposess we part of
the income of which inures to the benefit of private individuals.,

Section 1.501(c) () ~1(cy (1) of the Income Tax Regulations provides that
an organization will be regarded as operated exclusively far one or nore
exempt purposes only if it engages primarily in activities that accomplish
cne or more of the exempt purposes specified in  section S01(c)(3) of the
Code. An  orgawization will not be so regarded if more  than an
insubstantial part of its activities is not in furtherance of an  exempt
purposs, ‘ ‘

Section 1.B01(c)(3)-1¢d) () of the regulations provides that the term



“"charitabie” is used in its generally accepted lzgal sSense. It includes
relieving the poor and distressed or  the underprivilegeds combatting
commun ity deteriorations lessening nelghborhood tensionss  and  =liminating
predudice and discriminaticn.

Sartion 1.850L(e) (-1 {D i) of the regulations proavides  that  an
arganization  is not organized aor operated exciusively forp charitabie
purposes unless it serves a public rather than a private interest.

Rev. Rul. 71-395, 1971-2 C.B. 228« held that a cooperative gallery formed
by a group of artists to display and sell  their works was not enbitled
to exenpt status. This ruling emphasized that the gallery was a vehicle
for advancing the careers of its members and for promoting the sales of
their woarks. fis suchy it served the private purpases of its memberss even
though the exhibition and sale of paintings may he educational in nature.

Revenue Ruling 72-849¢  1972-2 C.B. 245¢ describing an organization forued
to provide managerial and consulting services at cost o unrelated exempt
organizations, The ruling held that the worganizations did nwot qualify
for exempbion under sechion HQ1(c)(3) of fhe Cade.  The ruling states that
Yan wrganization is not exempt mersly because %5 operaticns are not
conducted for the purposes of producing a profit...providing managerial
and consulting services of a regular basis for a fee is a trade or business
ordinarily carried on for profit.

Rev. Rul., 74-837, 1972-2 C.B. 162y provides that an organization is
described in section S501{(e)(3) if it provides low-cost financial assistance
to varicus businesses in  economically depressed areas wuwhere the ouners
could net  othernise get conventional  financing. In this case the
organization nas designed o serve charitable purposes such as  the
lessening of prejudice against mininrity groupsy the elimination of poverty
and lessening of neighborhood  tensiongs and combatting community
deterioration.

Rev. Rule ?7~1ils 1977-1 C.E. 144y sets forth twe situations where a
nonprofit organization seeks o revive retail sales or promcte business
patronage in areas suffering from econonic decline. In Situation_..ls  the
presented television and radio  advertisements describing the advantages
of shopping in the aread organized a speaker's’ buresu composed of local
businessmen who discuss the shapping envirsament sith wvarious groupsé
operated a telephone service tio inform prospective  shoppers on
transportation and sccommodations in the areal and informed the news media
of the area's problems and potential. In Siteakion..C2s the organization
propused o advance the construction of & new shopping center to  complement
the area's existing retail facilities. In both situaticnss section
501 (c) (3) exemption was denied because the overall thrust  of the



crganizations was to promete business rather than te accomplish charitable
purposess  notwithsbanding that the activities of both erganizetions  served
charitable purposes to some degrea.

In ConsuneezEarmer.Milk Cooperatives - InCameoNaw.Lopwissiones. of . Internal
Revenuss 186 F.  2d 68y {19260)  the Court denicd exemption under the
predecessor to section B501(e) of the Code because the organization’s
purposes  is primarily to benefit its members economicaliy and anly
incidentally to further larger public uelfare.

In Befter.Business Bureal.V...United. Statess. 326, U0.Sae. 279 (12451 the
Supreme Court determined thats while some activities of +the organization
nere educatisnaly  a substontial purpose of the wrganizaticen was to promote
businesss and thus the worganization was not aperating exclusively for
educationa: purposes.

In the genera! law of charitys the providing of servites or henefits for
the financial or commerical benefit of a group of persons is ot regarded
as a charitable endeavar. See IV Gcoki.on.Irusts section 275, Grd  ed.
1967). This is true even though the services or beneflts are provided
on a nonprofit basis.

The information submitted indicates that your only activity is to previde
a place for area farmers to sell their produce. There is no indication
that your services are limited to low-income or minority farmers and you
do not have any other educational wr charitable p  jrams. Therefores there
is no indication that the service you are providing will in any way further
any charitable purposes within the meaning of section 1.501¢c)(3)-1¢d) (2)
of the regulations.

It dees appear that your activities will promote business or business
interest in a depressed area. Honavers as demonstrated in revenue rulings
71~395 and 77-111 and in Better_Eusiness_EBurean cited abovey the promoticn
of business and the husiness interests of individuals is not a charitable
activity.

In addition Rev. Rul. 72-369 states that an organizatior sihich is nonprofit
is not necessarily exempt because its operations are not designed to produce
8 profit and Rev. Rut. 74-587 snd Consumer=Earwmer Milk__Cooperative cited
above inidcate that charitable organization must have 3 specific program
designed to provide charity and cannot Just inicdentally or indirectly
serve public purposes. Thereforey although some of your activities may
contribute indirectly to the achievement of charitable purposess the
overall thrust is to promote business and private interests rather than
to accomplish excliusively charitable purposes.
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Accordingly.  we rule bthat you do oot qualify as an worganization described
in section B0 (B of the Codew You dare required to fFile federal  income
tax returns. Contributions o vou  are npot  deductible to dovors  under
section 170 of the Code,

If you do not agree with aur determinationy  you may reguest  congideration
of this matter by the Office of Regianal Director of Appeals. To do this
wou should File a written appeal as explained in bhe enclosed Fubtication
292, Your sppeal should give the factsy  lawsy  and any  other information
to support your position. If vou want a hearings please reguest it uhen
you file your appeal and you uill be contacted o arrange a  date. The:
hearing may be held at the regional officer ors it you requests at any
mutually convenient district office. If you witl e represented by someons
whe is not one of yauwr principal officerss  that porson will need Yo file
a power of attorney or tax infoermation authorizat:oa nith us.

If you do not appeal this determination within 20 days from the date of
this lettery as expiained in Publicaticn 292s  this letter will become aur
final determination »n this matter. Furthersy if you doo not  appeal this
determination within the time pravideds it will be considered by the
Interna!l Reven.e Service as failure tno  exhaust asvallable adninistrative
remediey. Sacticon 7428(0)(2) of the Code providessy in  parts thats "A
declaratory judgment or decree under this section shall wnoet be issyed in
any proceeding uniess the Tax Courts the Claims Courty .or the district
court of the United States for the DQistrict of Columbia determines that
the orqanization involved has exhausted administrative remedies available
to it within the Internal Revenue Service."

If you have any further questionsy please contact the - whose name
and telephone number are given on the heading of this Ir

Sincerei, ,uursy

Cistrict Director
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